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HOARDING IN THE PANIC OF 1907. 

SUMMARY. 

The panic of 1907 witnessed a premium upon money in New York 
lasting two months and rising as high as 4 per cent., 290-293. — The 
extent of hoarding on the part of the public is roughly indicated by 
the amount of money that disappeared from the banks, 293; and 
by the number of safe deposit boxes rented in New York and 
other cities, 294-296.— The banks of the South and West aggravated 
the situation by accumulating abnormal reserves, 296-299. 

The American panic of 1907 was surprisingly resemblant 
in several of its features to many that have gone before. 
It gave the lie directly to those who in recent years have 
contended that we should never again witness experiences 
like those of the memorable years 1837, 1857, 1873 and 
1893. Quite frequently during the last decade sagacious 
observers have ventured the opinion that, as America 
had passed into a state of disciplined maturity, it was 
probable that her trade reactions in the future would be 
more like those of England and Europe, and would be 
initiated without the accompaniments of intense excite- 
ment and congestive fear that have characterized them in 
the past. The closing months of 1907, however, were 
marked by an outburst of fright as wide-spread and un- 
reasoning as that of fifty or that of seventy years before, 
by the suspension of cash payments on the part of a very 
large proportion of our sixteen thousand banks, by the 
issue of private and unauthorized currency in multitudes 
of towns and cities, and by the appearance and continuance 
during two months of a considerable premium upon legal 
money. 

In England no such general suspension of bank payments 
and no such premium upon money have occurred since 
the period of the Napoleonic wars; in France not since the 
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war with Prussia; and even in the dire vicissitudes of 
the latter experience the premium paid for coin rose only 
once to the level of 4 per cent., a surplus price which was 
frequently paid for currency in New York during Novem- 
ber, 1907. 

The unique dimensions of the recent panic among the 
experiences of the present generation render important 
the preservation for future study of all records concerning 
its phenomena. In the following pages are collated 
such figures as are available with regard to two of its most 
striking and most closely related featxires, the extensive 
hoarding on the part of the general public and of many 
banks, and the currency premium. 

The currency premium made its first appearance in New 
York at the end of October, as the result of offers made 
by Western banks to pay a bonus for large blocks of 
money with which they hoped to recoup their reverses. 
These demands from out-of-town banks increased during 
the following fortnight of apprehension, and were added 
to by orders from large mill-owners and manufacturers 
who were not supplied with sufficient money to meet- 
pay-roll demands. The reported premium in consequence 
rose on several occasions as high as 4 per cent. During 
these weeks, money brokers advertised regularly in the 
daily press the purchase and sale of currency, and their 
offices were described as thronged by all sorts and con- 
ditions of people bringing hoarded currency to sell in 
amounts ranging from $500 up to $10,000. 

One peculiar effect of the money premium that ensued 
was registered in the quotations of foreign exchange rates. 
During a considerable part of November the cotintry 
witnessed the unusual coincidence of enormous gold im- 
ports with quoted rates of exchange that would ordinarily 
have involved gold exports. Altho exchange on London 
sold as high as 4.88-f for demand and 4.92 for cables, and 
tho it remained during much of the month above the 
normal gold export point, more than 63 millions of gold 
were actually imported from England and elsewhere. 
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As there was no common market for money, there were 
no regular quotations, and the prices in the following 
table have been compiled from scattered notes in the 
financial columns in the leading New York dailies: — 

CURRENCY PREMIUM. 
Dale. High. Low. 

% % 

October 31 3 2 

November 1 31 2 

2 3 2 

3 (Sunday) 

4 3J 3 

5 (Election Day) 

6 4 2 

7 3J 3 

8 3 2 

9 3 — 

10 (Sunday) 

11 3 2$ 

12 4 3J 

13 4 31 

14 3 21 

15 21 2 

16 2 

17 (Sunday) 

18 3 21 

19 2i 11 

20 3 

21 3} 21 

22 2| 11 

23 li 

24 (Sunday) 

25 1} 1 

26 11 1 

27 - i 

28 (Thanksgiving Day) 

29 - 1 

30 - 

December 1 (Sunday) 

2 11 1 

3 2 

4 If i 

5 11 t 

6 1 l 

7 H f 

8 (Sunday) 

9 - 

10 - 

11 1 

12 1 

13 11 i 

14 - 1 

15 (Sunday) 

16 11 If 
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Date. High. Low. 

% % 

December 17 J f 

19 '.'.'.':'.'.'.'.'.'.'.'.'.'.'. li 

£ ::::::::::::::: * * 

22 (Sunday) 

23 - 

24 - 

25 (Christmas) 

26 - 

27 J 

28 i 

29 (Sunday) 

30 - 

31 No premium 

Of the extent to which hoarding occurred during the 
panic we have of course no statistical measure, but we 
have some rough indications. The reports of the Federal 
Comptroller for August 22 and December 3 show that the 
cash holdings of the national banks of New York City had 
declined by 43 millions, while those of the other national 
banks of the country had increased by 2 millions. In 
other words, the net loss of cash by all of the national 
banks of the country between the two reports reached a 
total of 41 millions. Meanwhile the government had in- 
creased its deposits of cash at the banks by about 72 
millions; about 70 millions in gold had been imported by 
the banks; and about 50 millions had been added to the 
national bank circulation. Without taking into account 
the not improbable loss of cash by trust companies, State 
and private banks, and savings-banks, it would appear, 
therefore, that at least more than 230 millions of currency 
passed out of the banks and disappeared from sight between 
August and December. Put in tabular form, the account 
stands thus: — 

Reduction of cash in national banks $41,000,000 

Government deposits of cash 72,000,000 

Gold imports 70,000,000 

Increase in national bank circulation 50,000,000 

$233,000,000 

There is evidence from many cities that a large part of 
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this sum was taken from the banks by fearful depositors 
and stored away in the boxes of safe deposit companies. 
This occurred upon a most striking scale in New York. 
On October 26 the Astor Safe Deposit Company, at the 
request of Mr. J. P. Morgan, made a canvass of thirty-three 
of the principal safe deposit companies in that city, and 
found that from Tuesday to Friday of that panic week they 
had rented a total of 789 safes, or, as they estimated, about 
six times the usual number. The following table is collated 
out of information specially obtained by the writer from 
nine safe deposit companies in New York City and tells 
much the same story. Names of the companies represented 
.ire by request of their officials withheld. 



NEW VORK 


SAFE DEPOSIT COMPANIES. 






NUMBER OF NEW 


BOXES RENTED 


I 
4 




Week ending 


A 


B 


C 


D 


E 
17 


F 
2 


G 



H 
2 


Total of 9 
Companies. 


September 21 . 


6 


3 


2 


4 


40 


28 . 


5 


3 


7 


6 


7 


2 





1 


4 


35 


October 5 . 


4 


1 


11 


7 


6 


3 








4 


36 


12 . 


6 


5 


6 


4 


6 


3 





1 


5 


36 


19 . 


6 


5 


7 


7 


3 


3 


1 


1 


7 


40 


26 . 


40 


52 


42 


34 


28 


6 


4 


1 


21 


228 


November 2 . 


25 


15 


13 


9 


12 


3 


3 


6 


8 


94 


9 . 


8 


11 


8 


11 


7 


6 


2 


7 


5 


65 


16. 


4 


12 


17 


18 


10 


5 


3 


3 


4 


76 


23. 


5 


1.1 


11 


9 


8 


5 


1 


2 


5 


57 



The general testimony seemed to indicate that this trans- 
fer of money was not attributable, as is so often implied, 
to women, clergymen, and other timid small depositors, 
but rather to large business interests that sought in this 
way to provide against any possible contingency which 
might prevent their meeting their regular obligations in 
the usual way. The following excerpt from a letter written 
by the president of the Mercantile Safe Deposit Company 
is characteristic : " We think most of it among our cus- 
tomers was done by business men and manufacturers who 
drew the money for immediate use for pay-roll and wage 
disbursements. The only other instance in which we have 
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heard of any money being placed in our vaults was a case 
in which a contract was to be carried out on a specified 
date, and the buyers held the money for about a week to 
avoid any trouble in securing it when it was wanted." 

Officials of safe deposit companies in other cities dis- 
played a greater reticence in answering questions about 
their affairs, and my evidence regarding the resort to de- 
posit vaults is unfortunately less complete. Such replies 
as have been received indicate a less extensive transfer 
of cash to security boxes than in New York, probably for 
the reason that elsewhere the panic had not assumed very 
serious proportions before the banks suspended, and 
would-be hoarders were thus precluded from the possi- 
bility of obtaining cash. Nevertheless, in a number of 
Western cities so great were the demands upon safe de- 
posit companies during the panic that formal arrange- 
men s were made between them not to rent boxes to per- 
sons desiring to lock up coin. In San Francisco on Novem- 
ber 2 "an agreement was entered upon by all of the safe 
deposit companies of the city to rent no safe deposit boxes 
under any circumstances, and this agreement was in force 
until the 14th instant, when it was modified to the extent 
of renting boxes only to those who could show legitimate 
use for them." In St. Louis a similar, tho less formal, 
arrangement existed. 

The following table showing specific weekly returns of 
boxes rented during the panic from three companies in 
St. Louis, two in Boston, two in San Francisco, and one 
in Chicago, tho very restricted in its range, is appended 
for such indications as it gives with regard to conditions 
in cities outside of New York. Many general reports from 
other companies in those cities reveal a similar state of 
affairs, altho returns were not made in a form capable of 
tabulation. They show in almost every case a very con- 
siderable increase in the rentals during the last week in 
October and the first three weeks in November; but in 
general the recorded increase fell far short of that observed 
in New York. 
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NUMBER OF NEW BOXES RENTED. 





St. Louis. 


Boston. 


San Francisco. 


Chicago. 


Week ending 


A 

20 
29 
14 
24 
33 
53 
46 
46 
27 
32 


B 

10 
37 
45 
24 
31 
71 
68 
68 
53 
50 


C 

8 
14 
20 
26 
23 
36 
21 
33 
18 
26 


A 


B 


A 


B 


A 


September 21 
28 

October 5 
12 
19 
26 

November 2 

9 

16 

23 






6 

10 

8 

8 

6 

14 

21 

15 

15 

13 


13 
15 
14 
15 

22 
27 
32 
23 
22 
25 


5 
4 
3 
3 
5 
4 
6 
2 
2 


18 

22 
28 
20 
29 
48 
94 

_i 


36 
41 
31 

35 
37 
62 
77 
94 
110 
88 



The report of the Comptroller of the Currency upon the 
condition of national banks on December 3 throws con- 
siderable light on the disappearance of money from New 
York, and on the hoarding of money in banks elsewhere 
during the panic. It shows that a large proportion of the 
banks outside of the three central reserve cities had accu- 
mulated excessive reserves of cash during the weeks when 
the panic was imminent, and then had protected their 
holdings from withdrawal in the course of the panic by 
the partial suspension of payments generally agreed upon 
throughout the country. The law establishes a minimum 
cash reserve for banks in the forty reserve cities of 25 per 
cent., of which only 12£ per cent, need be held in actual 
cash. It appears, however, that on December 3 a consid- 
erable number of the reserve banks were holding cash far 
in excess of their requirements. The banks of seven re- 
serve cities (Washington, Galveston, San Antonio, India- 
napolis, Lincoln, San Francisco, and Portland) held cash 
in the proportion of more than 20 per cent, of their deposit 
liabilities, while the banks of eighteen reserve cities in the 
West and South-west held cash to the extent of 15 per 
cent, or more of those liabilities. In several cities the 
total reserve, including balances with reserve agents, stood 



1 From November 2 to December 10 none rented by agreement. 
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above 35 per cent. (San Antonio, Indianapolis, Wichita, 
and Portland), and in one case (Galveston) they reached 
a percentage of 48.87. By comparing these figures with 
those reported by the Comptroller for August 22, it will 
be seen that with scarcely an exception a very large part 
of these surplus reserves had been collected in the interval 
between the two reports. The heavy dimensions of the 
reserves did not represent a traditionally conservative 
policy on the part of these banks, but a sudden and fright- 
ened effort to protect themselves from impending trouble. 
The following table presenting the percentage of cash, 
and of total reserves to deposits in the banks of the eigh- 
teen reserve cities holding the largest proportion of cash 
on December 3, shows this situation most strikingly : — 





Per Cent, of Cash on 

Hand or in Redemption 

Fund to Deposits. 


Per Cent, of Cash on 

Hand and due from 

Reserve Agents to 

Deposits. 




August 22. 


December 3. 


August 22. 


December 3. 


Washington 

Savannah 

New Orleans 

Fort Worth 

Galveston 

San Antonio 

Waco 

Indianapolis 

St. Paul 

Wichita 

Omaha 

Salt Lake City 

Los Angeles 

Portland 

Seattle 


14.9 

13 

12.6 

12.8 

17.0 

15.1 

22.2 

19.2 

14.6 

12.8 

11.5 

15.8 

16.9 

16.3 

19.6 

19.2 

22.0 

16.8 


22.1 
19.0 
15.0 
15.0 
26.2 
17.7 
26.9 
21.3 
20.8 
15.5 
15.2 
21.2 
18.3 
18.7 
19.9 
23.4 
27.1 
17.6 


27.68 
23.26 
26.35 
21.55 
31.72 
23.34 
34.39 
25.48 
31.81 
29.63 
29.29 
30.10 
36.60 
27.07 
27.92 
28.66 
34.15 
31.78 


32.41 
34.73 
29.95 
33.45 
48.87 
31.52 
38.10 
29.79 
37.25 
31.51 
37.49 
34.33 
31.38 
31.13 
27.07 
34.16 
36.49 
27.23 



In other than reserve cities the law requires the banks 
to hold a reserve against deposits of 15 per cent., of which 
two-fifths, or 6 per cent., must be kept in actual cash. 
In these banks the locking up of money proceeded before 
and during the panic upon a still larger scale. The Comp- 
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troller's report shows that on December 3 the outside 
banks reported a total reserve of 24.97 per cent., of which 
263 millions, or 9.45 per cent., was represented by cash 
on hand. Comparing this total with the reserves of the 
same banks as reported on August 22, one finds an increase 
of more than 47 millions in the cash actually held by these 
banks. Moreover, this represented not only an increase 
in actual cash, but also an increase in the ratio of cash 
to deposit liabilities, for at the time of the earlier report 
the reserves of the outside banks amounted only to 24.24 
per cent, of the deposits, and only 216 millions, or 8.25 
per cent., was held in cash. To the country banks, then, 
must be charged a sudden increase in their cash holdings 
in the period when the panic was imminent, and when they 
should have been doing everything possible to relieve the 
general strain. Their gain of cash was almost equal to 
the loss of reserves s\iffered by the banks of the central 
reserve cities during the same period. The country banks 
in the course of these three months had secured control of 
47 additional millions; the central reserve banks had lost 
about 58 millions. A large number of bankers, especially 
in the West and South, appear to have become panic- 
stricken along with the general public, and to have adopted 
the fatal policy of sauve qui peut. The strong institutions 
thus made it more difficult for the weak, for what is hoarded 
in the vaults of one bank \inder such circumstances is virt- 
ually taken out of another. In accumulating these ab- 
normal reserves, the hoarding banks were largely respon- 
sible for the existence of a currency premium in New York ; 
they contributed seriously to the general collapse of credit ; 
and by reducing their accommodation for their customers 
they even made conditions worse than they need have 
been in their particular localities. The most extraordi- 
nary aspect of the matter is that the hoarding of reserves 
occurred for the greater part in places where cash payments 
were suspended by the banks and at a time when the banks 
were inundating their respective communities with illegal 
monev substitutes. 
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The banks of the Southern, Western, and Pacific States 
were the worst offenders in this regard. As is shown by 
the table which follows, the banks outside of reserve cities 
in these regions held during the panic more than double 
the amount of cash required by the law. Tho only legally 
obliged to hold 6 per cent, of their deposits in cash, more 
than 15 per cent, was so held by the outside banks of 
Georgia, Alabama, Colorado, Oregon, and Nevada; more 
than 14 per cent, by the outside banks of Texas; more 
than 13 per cent, by the banks of North Carolina, Montana. 
Oklahoma, Washington, California, and Arizona; and 
more than 12 per cent, by the banks of South Carolina. 
Mississippi, Arkansas, Indiana, New Mexico, and Idaho. 
To the policy on the part of these institutions of holding 
large cash reserves no one certainly would object, but the 
appended tables show that this was not a policy that had 
been consistently maintained in the past. It was the 
result of precipitate action to save their individual selves 
at any cost in the very weeks when the panic was threatened. 

The following table showing the percentage of cash to 
deposits, and of cash and balances to deposits, in the na- 
tional banks outside of the reserve cities in different sec- 
tions of the country on August 22, and on December 3. 
1907, abundantly illustrates these statements: — 



New England States 
Eastern States 
Southern States 
Middle States 
Western States 
Pacific States 



Per Cent, of Cash to 
Deposits. 



August 22. 



8.7 
7.8 
9.2 
7.5 
8.1 
9.0 



December 3. 



9.8 
9.1 
12.6 
10.0 
12.1 
13.5 



Per Cent, of Cash anil 

Reserve Balances 

to Deposits. 



August 22.! December 3. 



23.46 
21.14 
23.23 
24.79 
31.09 
28.27 



26.45 
20.96 
26.45 
24.15 
32.11 
29.70 



Harvard University. 



A. Piatt Andrew. 



